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MEMCRANDUM FOR: Deputy Direstor (Suppert)

SUBJECT t FProposal far the Negotlated Finanoilal
Settlement of Project | | 25X1A2d1
25X1A9a
REFERENCE t Memo to Chief, EE from et
and relsted file ( nt)

1. As indicated in reference memorandum and relsted fils, a repart §
from the Chief Audit Staff indicstes thet an unexpended balance of an ?

advance In the amount of $1152.92 Tnd_m_mmm]m;s in the amount of 7
$8503.41 appear te be due CIA from 25X1A5a1

2, Discussions between [ | and EE Division representatives 25X1A5a1
indicste that the Company will resist, if not refuse, to make repayment
of the $8503.41 in overpayments and further will demand payment of an
sdditional sum of $657.00 withheld by OIA from the finsl billings rendered
by the Company.

3. The EE Division believez that serious operetional and secwurity
fagtors are involved in this situstion ~ so much so thst it has been and
is prepered to request that CIA eonsider waiver of rops) o It reecog-
nizes, howsver, that previous discussions with were not conducted 2°X1A5al
with the full background of the underlying ractual agresments and that
its representatives did not hawve the suthority to effectively negotiste
for the settlement of the disagreement.

L. For aperational and secwrity reasons, it is nevertheless considered
inperative that a positive course of action be euthoriged to bring this
nmatter to & rapid and definitive conelusion. In addition, the facts in the
case indiocste that the non-recovery of the unexpended balsnse of advances
rade in 1949-50 and overpsyments made over the period 1950<195L is sub=
stantially attributable to faulty administration by CIA., Lastly, there
appears 1o be at least some legal defense aveilsble topwed upon  25X1A5al
either the fact that CIA "slept upon its contractual rights™ for so lengthy
& period, ar upon the premise that for athmdgcmmoftheggm
contrastual period a de facto amendment of the eémtrevbtual terms took’ blace.

5. For these remmnsI authority is requested to“*ﬁﬁ&;ake conclusive

negotiations wi on the folléwing basis: 25X1A5a1

£y

8. That competent OIA autharity will designate and authorize an
individual or individuals to discwss and negojiate the final settlement
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of the dispube lyy the steps and within the limits set forth in
subsequent parsgraphs, It is resommended that the individuals
bs selectsd from among the follewing because of their historic
cormegtions with the probleme

25X1A9a Office of General Counsel
s Office of DD/S
EE Division
25X1A5a1 b. That the negotistor(s) review the audit repert with M-,

|and refrssh hix recollection of the contractual agreements

isoussion of the sontracts and related originel negotiation

dissussions as supported by Agency files and the recollection of
Agency participants,

25X1A5a1 0. Ehat be requested to refund the entire amount
due less the INCGMe tAxes paid by the Capany on the funds advanced
by OIA or overpaid by CIA, This tax adjustment nust be sumed
to bs squiteble aince all sums from CIA were revemus to 25X1A5a1
The smount of deductable taxes would be determined merely by
analysing OIA advence mnd overpsyment by taxable year and spplying
the sppropriste corporate tex hrasket (mecimum 52%) in the yesrs

sonoerned,
25X1A5a1 do In the event dsolines to settle on this basis,
it is proposed to ne caguonise settlement wherein:

{1) ©IA would reeovar the outstanding balance of funds
advanced under the 1949-50 sontraet.

(2) ©IA would recover the overpayments (82,821.25) made
during the two-ysar term of the 1 Sept.!50 through 31 Aug.'!S2
contrast less the taxes paid by the Company on this sunm,

(3) €IA would waive recovery of ymerts made during
such weiver would be recognition of the faet that there @re
legal bagses upen whieh can reasonably contest  25X1A5al
14ability for the v ; for security ressons
CIA can not permit such astion to ocecwr. (These bases are
set forth in paragraph L above and in reference merarandum.)

(4) GIA would release or offset the sum it hes withheld 25X1A5a1
from the final payment to in accardance with the 2
principle sst forth in (3) .
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. gsg _Upon receipt of the final settlesment sum (item (1)
25X1A5a1 and (2) less (L)), |to be given a formal relesse

sgainst fwrther financisl 11ability.
{6) The Comptroller be sutharised to accept the negotisted

25X1A5a1 e. In the event

25X1A%9a

be relisved of any further financial lisbility.

, declines to make settlsment on
either of these bases, sn attempt shall be mads to secure a written
statement to this effect and the basis therefer, If unsuceessiul ,
the n:getm(s) shall render & formal repart attesting to the
refusal, :

f. EE Division, upon reseipt of sush refusal, shall initiate
& farmal operational clsarance for legal sction or a request for
write off for operaticnal and ssowrity ressons,

reoovery of sums due CIA appesrs to rest in Sonfidential Funds Regulations
l.4d and/or GIA Ragﬂstimnding upon the basis of the waiver. 25X1A
DCI is neceesary as the sum involved

In either event, the sut
exgeeds the limitations in delsgations to other suthorities,

25X1A9%9a
Chisf, EE Division
Gonowr with proposed course of agtiors
—C
/8/ L. K. White In view of the fact that legal advice is
m _ essentia.l,| lshould participate in the 25X1A
' negotiations. I assume presence is 25X1A
also essential. Hence 5 impowered 25X1A
to make comnitments, and| | will not
25X1A
participate.
/8/
LKW
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